BASI C SANI TATI ON PROGRAM FOR SVALL MUNI CI PALI TI ES

BORRONER AND
GUARANTOR

EXECUTI NG ACGENCY!

AMOUNT AND SOURCE:

FI NANCI AL
TERVS AND
CONDI TI ONS

OGBJECTI VES

DESCRI PTI ON:

(BO- 0175)

EXECUTI VE SUMVARY

Republic of Bolivia

M ni stry of Housing and Basic Services (MSB)

I DB (FSO: US$40 million

Local counterpart funding: US$16 million

Tot al : US$56 million
Anortization period: 40 years

Di sbur senent peri od: 5 years

Interest rate: 1% for t he first

10 years and 2% for the
next 30 years

I nspecti on and supervision: 1%

Credit fee: 0.5% annually on the
undi sbursed bal ance

The objectives of the proposed program are: (i) to
i ncrease the coverage and quality of basic sanitation
services in communities of up to 5,000 inhabitants;

(ii) enhance t he oper at i onal ability of t he
muni ci palities and of other executing entities and
operators of these projects; and (iii) make basic
sanitation services self-sustaining over the medium
and long terns, by involving the community in the
preparation, execution and operation of basi c
sani tation projects.

The program will include the follow ng conponents:
(i) water suppl y and sanitation proj ects in
conmuni ties of up to 5,000 inhabitants throughout the
country (US$37.3 million); (ii) community
devel opnent, so that the conmmunity can participate in
the preparation, execution, operation and maintenance
of projects constructed using program resources,
through courses and seminars to ensure the
sustainability of the services (US$4.5 mllion); and
(iii) institutional strengthening of nunicipalities
and basic sanitation and housing units (UNASBVIS)

with funding for consulting services to train staff
responsible for techni cal assistance and for
equi pnent needed to establish a database for the
sector (US$3.5 nmillion).
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SOC AL AND
ENVI RONMENTAL
REVI EW

BENEFI TS

Rl SKS

Taking into consideration the recomendations of the
CESlI, the program has the follow ng characteristics:
(i) the <cost of neasures to mntigate negative
impacts is included in the costs of the works;
(ii) municipalities participating in the program have
to denonstrate that they have the installed capacity
to inplement the environnental rmanagenent system
envisaged in the program and the commitnment to
maintain it, at the agreed |levels; (iii) the
operating regulations include the environnental
control procedures to be used and the nechanisns to
prevent gender discrimnation, by ensuring that wonen

partici pate in t he wat er conm ttees; and
(iv) prograns and materials adapted to the various
i di osyncraci es and | anguages of the country will be

used in the comunity devel opment conponent, in order
to avoid communication problens, given that nost of
the beneficiaries of the program are nenbers of
i ndi genous groups.

Wth program execution, the following benefits wll
be achieved: (i) expand the coverage of rural water
supply and sewerage systens to approxi mately 450, 000
persons, through sone 1,000 self -sustainabl e systens;
and (ii) reduce the incidence of waterborne diseases
by 10%in the communities served.

The main risks of the operation are:

1. Qperation of the institutional franmework. Taking
into account the nany stakeholders involved in the
execution of the program there is a risk of delays
in execution. However, this risk would be m nimzed
by the M/SB s experience in executing a simlar

program ( PROSABAR) . In addition, it is anticipated
t hat part of t hat programis staff will be
i ncorporated into the program s executing unit, which
will be supported by a managenent agency.

Furthernmore, the UNASBVIs will be augnented by the
hiring of technical staff for the execution of the
progr am

2. Fees, operation and mai ntenance. There is a risk
that once the works are conpleted, they will not be
properly maintained due to a |ack of funds generated
by fees, and/or from insufficient technical capacity
for large-scale maintenance. Experience in the
executi on of the PROSABAR project suggests that, with
the comunity devel opnent conponent, there is a | ower
risk that the communities will fail to pay the fees;
thus, there would be resources for naintenance. In
terms of technical capacity, the MVSB is introducing
the Sanitation Information and Technical Assistance
Network (RIATS) at the municipal |evel to support
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conmunities in the operation of the systens and
| ar ge- scal e mai nt enance. Muni ci palities must bel ong
to the RIATS to be eligible for the program

The objective of the Bank's operating strategy in
Bolivia is to support the efforts of the government
to reduce poverty, including support for actions to
i nprove access to basic services in education,
health, sanitation and housing. The strategy
includes three lines of action: (i) economc growh
and generation of opportunities; (ii) devel opnent of
human capital and access to basic social services;
and (iii) support for governance and consolidation of
reforns. This operation has a direct bearing on the
second |ine of action.

The Bank's strategy for the sector is to support the
government in its efforts to inprove the health
conditions of the popul ation and consol i date reforns,
especially in the decentralization process. The
proposed program fits within this strategy, since it
woul d finance the rehabilitation and introduction of
rural wat er suppl y and sanitation pr oj ect s,
strengthen entities in the sector and provide
training to the participating communities.

Prior to the initial disbursenent, the executing
agency shall provide evidence, to the Bank's
satisfaction, that: (i) the executing unit, wth
basic personnel to operate it and a tinetable for
i ncorporating additional staff, has been established
(paragraph 3.2); (ii) the program s managenent agency
has been selected (paragraph 3.5); (iii) operating
regul ations for the program agreed upon with the
Bank, have entered into force (paragraph 3.8); and
(iv) the specialized firm that wll concurrently
supervi se the program has been contracted (paragraph
3.7).

O her special conditions for the operation would be:
(i) prior to the participation of each prefecture,
evidence that the latter has signed an agreenent with
the MVSB based on a nodel agreenent previously agreed
upon with the Bank; (ii) prior to the participation
of each municipality, evidence that the latter has
signed an agreenent with the MSB based on a nodel
agreenent previously agreed upon wth the Bank
(paragraph 3.7); and (iii) prior to issuing the call
for bids for the works, the nanagenent agency for the
programwi || have been hired (paragraph 3.7).

The MSB has requested that the Bank recognize, as
| ocal counterpart, expenditures related to program
preparation of up to the equivalent of US$1, 270, 000.
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POVERTY- TARGETI NG
AND SCCI AL PQLI CY
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SERVI CES

Such expenditures, incurred after June 8, 1998,
woul d be recogni zed i f t hey fulfilled t he
requirements established in the loan contract

(paragraph 3.32).

This operation qualifies as a social equity enhancing
project, as described in the indicative targets
mandat ed by the Bank's Ei ghth Repl eni shnent (documnent

AB-1704). Furthernore, this operation qualifies as a
poverty targeted investnent (PTlI) (see paragraph
5.36). The borrower wll not be wusing the 10

per cent age points in additional
woul d be entitled.

financing to which it

None

Current Bank policy wll apply for procurenent of
goods and contracting of works and consulting
services to be financed with programresources. Wen
the Bank's financing resources are used, the m ninmum

amount s above which procurenent will be done through
i nternational conpetitive bi ddi ng will be:
US$2 mllion for works and US$250,000 for goods and

rel ated services.
i nvol ving amounts
i nt er nati ona

Contracts for consulting services
above US$200,000 will require
conpetitive bidding.



